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UNREGULATED FINANCIAL
INTERMEDIATION IN MEXICO - THE NEW
SOCIEDAD FINANCIERA DE OBJETO
MI§JLTIPLE OR SOFOM
Antonio Pefia*
EXICO has embraced unregulated financial intermediation by
creating the new Sociedad Financiera de Objeto Mdtiple [Fi-
nancial Corporation of Limited Purpose] (SOFOM). Tradition-
ally, the Mexican government has regulated entities dedicated to the
provision of credit through financial leases or factoring agreements. On
July 18, 2006, the Mexican Congress decided to grant favorable treatment
to those entities that provide credit with capital that is not obtained from
the general public.'
SOFOMs are entities whose main purpose is to provide financing
through credit agreements, financial leases, or factoring agreements.2
SOFOMs may be formed without authorization regulators and, depend-
ing on the type of SOFOM, may be unsupervised by the Comisi6n Na-
cional Bancaria y de Valores [National Banking and Securities
*Antonio Pefia is licensed as an attorney in Mexico and Florida and is an associate
in the Corporate & Securities Practice in Greenberg Traurig's Miami office.
1. The amendment of several statutes published in the Diario Oficial de la Federa-
ci6n on July18, 2006 became effective on July 19, 2006. See Decreto por el que se
reforman, derogan y adicionan diversas disposiciones de la Ley General de Tftulos
y Operaciones de Cr6dito, Ley General de Organizaciones y Actividades Aux-
iliares del Crddito, Ley de Instituciones de Crddito, Ley General de Instituciones y
Sociedades Mutualistas de Seguros, Ley Federal de Instituciones de Fianzas, Ley
para Regular las Agrupaciones Financieras, Ley de Ahorro y Cr~dito Popular, Ley
de Inversi6n Extranjera, Ley del Impuesto sobre la Renta, Ley del Impuesto al
Valor Agregado y del C6digo Fiscal de la Federaci6n [Decree to Reform, Repeal,
and Add Different Provisions of the General Law of Titles and Operations of
Credit, General Law of Organizations and Auxiliary Activities of Credit, Law of
Institutions of Credit, General Law of Institutions and Mutual Saving Societies,
Federal Law of Financial Institutions, Law to Regulate Financial Groups, Law of
Savings and Popular Credit, Law of Foreign Inversion, Law of Income Tax, Law of
Tax on the Aggregate Value and of the Fiscal Code of the Federation], Diario
Oficial de la Federaci6n [D.O.], 18 de Julio 2006 (Mex.), available at http://www.
ordenjuridico.gob.mx/Federal/PE/APF/APC/SHCPDecretos/2006/18072006(1).
pdf.
2. Ley General de Organizaciones y Actividades Auxiliares del Cr6dito
[L.G.O.A.A.C.] [General Law on Auxiliary Credit Organizations and Activities],
as amended, art. 87-B, Diario Oficial de la Federaci6n [d.C.], 18 de Julio de 2006
(Mex.).
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Commission] (CNBV).3
The Mexican Congress distinguished between SOFOMs that have an
"economic relationship ' 4 with a banking institution or an entity that con-
trols a financial group of which a banking institution is a part of (Regu-
lated SOFOM) and SOFOMs that do no have such "economic
relationship" (Unregulated SOFOM). 5 The CNBV supervises Regulated
SOFOMs.6 Conversely, Unregulated SOFOMs may operate freely with-
out supervision from the CNBV.7 Furthermore, a Regulated SOFOM is
also subject to the application of Mexican banking laws, rules, and guide-
lines while an Unregulated SOFOM is not.8
There are three very simple requirements to form a SOFOM. The first
requirement is to incorporate a sociedad an6nima pursuant to the terms
of the Ley General de Sociedades Mercantiles [General Law of Business
Entities]. 9 The sociedad an6nima is the most popular form of business
organization in Mexico and is similar to a U.S. corporation. 10 The second
requirement is that the bylaws of the sociedad an6nima establish the
granting of credit and the entering into financial leases or factoring agree-
ments as the entity's main corporate purpose.11 The third and final re-
quirement depends on the type of SOFOM. For Regulated SOFOMs, the
sociedad an6nima shall include the words sociedad financiera de objeto
mltiple, entidad regulada [financial corporation of limited purpose, regu-
lated entity] or SOFOM, E.R.12 For Unregulated SOFOMs the sociedad
an6nima shall include the words sociedad financiera de objeto mtiltiple,
entidad no regulada [financial corporation of limited purpose, unregu-
lated entity] or SOFOM, E.N.R.13
3. Id.
4. The term "economic relationship" includes the following scenarios: (1) an entity
that controls a financial group of which a banking institution is a part of holds
shares of a SOFOM, (2) a banking institution controls a SOFOM by (a) holding 20
percent or more of its capital stock, (b) directing its shareholder meetings, (c) hav-
ing the right to appoint the majority of its directors, (d) any other means; or (3) the
SOFOM and banking institution have the same majority or controlling sharehold-
ers who have an agreement to vote together as a group. L.G.O.A.A.C., supra note
2, art. 87-C.
5. L.G.O.A.A.C., supra note 2.
6. Id.
7. The National Commission for the Protection and Defense of the Users of Financial
Services or CONDUSEF was empowered to protect the rights of the users of the
financial services provided by SOFOMs. L.G.O.A.A.C., supra note 2, art. 87-K.
8. L.G.O.A.A.C., supra note 2, arts. 87-B, 87-D.
9. L.G.O.A.A.C., as amended, art. 87-B. A sociedad an6nima requires at least two
shareholders and a minimum capital of $50,000 Mexican pesos. Ley General de
Sociedades Mercantiles [L.G.S.M.] [General Law of Business Entities], as
amended, art. 89, Diario Oficial de la Federaci6n [D.O.], 4 de Agosto de 1934
(Mex.).
10. For U.S. federal tax purposes, a sociedad an6nima in Mexico is treated as a corpo-
ration. Treas. Reg. § 301.7701-2(b)(8) (as amended in 1999).
11. L.G.O.A.A.C., supra note 2, art. 87-B.
12. Id.
13. Id.
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SOFOMs enjoy procedural benefits in the judicial enforcement of their
security. First of all, the balance owed under the credit agreement, finan-
cial lease, or factoring agreement executed by the SOFOM may be evi-
denced with a certified account statement from the SOFOM's
accountant. 14 Furthermore, the credit agreement, financial lease, or fac-
toring agreement with the certified account statement from the SOFOM's
accountant is treated as a negotiable instrument, allowing the SOFOM to
enforce its rights in summary proceedings.15
SOFOMs may also enjoy important tax benefits. As a general rule,
operating entities residing in Mexico are required to pay a tax on the
amount of assets owned (Asset Tax). 16 Nonetheless, entities forming part
of the "financial system" are only required to pay the Asset Tax on those
assets that are not used for financial intermediation. 17 SOFOMs may be
considered part of the "financial system," and therefore only be taxed on
those assets not used for financial intermediation, if their accounts receiv-
able represent at least 70 percent of their total assets, or if the income
derived from the activities that constitute its main corporate purpose rep-
resents at least 70 percent of their total income. 18 Furthermore, interests
arising from the financing transactions entered into by SOFOMs do not
bear value-added tax.19
Deregulation of leasing and factoring activities in Mexico through the
creation of SOFOMs is a step in the right direction. SOFOMs are easy to
form and may operate without administrative burdens. SOFOMs also en-
joy favorable procedural and tax privileges. The benefits granted to
SOFOMs will hopefully strengthen the Mexican financial system by re-
ducing transaction costs and increasing competition in a field not tradi-
tionally entered into by banking institutions.
14. L.G.O.A.A.C., supra note 2, art. 87-E.
15. L.G.O.A.A.C., supra note 2, art. 87-F. For factoring agreements, documents show-
ing the assignment of the loan and notice to the debtor are also required. Id.
16. Ley del Impuesto al Activo [L.I.A] [Asset Tax Law], as amended, art. 1, Diario
Oficial de la Federaci6n [D.O.1, 31 de Diciembre de 1988 (Mex.).
17. Id.
18. Ley del Impuesto Sobre la Renta [L.I.S.R.] [Income Tax Law], as amended, art. 8,
Diario Oficial de la Federaci6n, [DO.], 1 de Enero de 2002 (Mex.). For newly
created SOFOMs, the tax authorities may authorize on a case-by-case basis a per-
centage lower than 70 percent for the SOFOM's first three fiscal years. Id.
19. Ley del Impuesto al Valor Agregado [L.I.V.A.] [Value-Added Tax Law], as
amended, art. 15(x)(b), Diario Oficial de la Federaci6n, [D.O.], 29 de Diciembre
de 1978 (Mex.).
172 LAW AND BUSINESS REVIEW OF THE AMERICAS [Vol. 14
